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WINDSOR DRAKE EXECUTIVE SUMMARY

GLOBAL MARKET SIZE

$157.4B
Total vertical SaaS market value in
2025, driven by digitization of legacy
industries

VALUATION MULTIPLES

6.4xMedian

Premium verticals (Healthcare,
Fintech) trading significantly higher at
7.8x EV/Revenue

M&A DEAL VOLUME

46%
Of total SaaS M&A activity is now
vertical-specific, reflecting flight to
quality assets

Q4 TRANSACTION VELOCITY

534
Total transactions in Q4 2025,
representing a 15% YoY increase in
deal flow

 Valuation Stabilization & Bifurcation

Vertical SaaS valuations have stabilized in 2025 after volatility. A clear bifurcation exists: "Keepers" with strong
retention and control points trade at premium multiples, while commoditized platforms face compression.

 The Vertical Premium Drivers

Investors are paying a 25-30% premium over horizontal SaaS for vertical specialists. Key drivers include lower

churn (GRR >90%), embedded fintech revenue streams, and AI-enabled workflow automation.

 M&A Market Dynamics

Deal activity is accelerating with 534 transactions in Q4. Buyers are increasingly selective, prioritizing profitability
(Rule of 40) and "must-have" system of record status over pure growth.

 2026 Outlook: Constructive Growth

Setup for 2026 indicates gradual multiple expansion if interest rates ease. IPO window expected to widen for scaled
vertical players with >$200M ARR and profitable unit economics.
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Valuation Premium: Vertical vs. Horizontal SaaS

Source: PitchBook, FactSet, Windsor Drake Analysis Q4 2025



WINDSOR DRAKE MARKET OVERVIEW: GLOBAL LANDSCAPE

VERTICAL SOFTWARE MARKET (2025)

$157.4B +23.9% CAGR

Projected specific industry software spend per
Gartner

TOTAL SAAS CONTEXT

$295.0B
Broader SaaS market size, with vertical growing 2x
faster

PUBLIC CLOUD SPEND

$723.0B
End-user spending forecast providing infrastructure
tailwinds

Market Segmentation & Growth Trajectory (2023-2026)

Source: Gartner IT Spending Forecast, Forrester 2025

KEY GROWTH DRIVERS


AI-Enabled Workflows

Generative AI moving from "copilot" to "agent," automating complex

vertical-specific tasks (e.g., legal doc review, medical coding) and
driving ARPU expansion.


Embedded Finance 2.0

Vertical platforms becoming the primary banking interface.

Payments, lending, and insurance integration increasing LTV by 2-
3x over software-only revenue.


Regulatory Digitization

Increasing compliance complexity in healthcare, construction, and
finance forcing legacy holdouts to adopt purpose-built cloud
systems of record.
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WINDSOR DRAKE VALUATION MULTIPLES ANALYSIS

Q4 2025 Benchmarks: EV / Revenue Multiples

Segment Median Top Quartile Growth Rate (Avg)

Public Horizontal SaaS 6.1x 9.4x 18%

Private Mid-Market SaaS 4.6x 6.2x 24%

Premium Vertical SaaS 7.8x 12.4x 32%

Legacy Software (On-Prem) 3.2x 4.5x 5%

VALUATION INSIGHT

Premium Vertical SaaS continues to command a significant valuation spread (~28%

premium over public horizontal peers), driven by deeper workflow stickiness, Rule of

40 compliance, and embedded fintech revenue streams that buffer against churn.

Valuation Distribution by Segment
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WINDSOR DRAKE THE VERTICAL SAAS PREMIUM

Key Valuation Drivers


Workflow Control Points

Vertical solutions serve as the "system of record," creating deep

operational dependencies that horizontal tools cannot replicate,

reducing churn risk.


High Switching Costs

Industry-specific data models and integrated workflows create

substantial barriers to exit, supporting pricing power and retention

rates >90%.


Compliance Moats

Built-in regulatory adherence (e.g., HIPAA, SOC2, industry mandates)

creates defensibility against generic competitors and new entrants.


Embedded Fintech

Integrated payments and lending expand TAM per customer by 2-3x,

diversifying revenue mix beyond subscription fees.

© 2025 Windsor Drake M&A Advisory | Q4 2025 SOURCES: PITCHBOOK, GARTNER, WINDSOR DRAKE ANALYSIS

Premium Valuation Gap

Horizontal SaaS Median (4.8x) Vertical SaaS Median (7.0x)

  2.2x Turn Spread

VALUATION PREMIUM

+46%



WINDSOR DRAKE M&A MARKET ACTIVITY: Q4 2025

Q4 DEAL VOLUME

534  15% YoY

Transactions closed in Q4 2025

2025 ANNUAL PACE

2,500+
Total projected deals for fiscal year

VERTICAL SAAS SHARE

46%
Of total software M&A volume

MEDIAN DEAL SIZE

$85M
Up from $72M in Q4 2024

Quarterly Deal Volume Trend (2024-2025)

Source: PitchBook Data, FactSet M&A Analysis

Buyer Mix Breakdown

Private Equity continues to drive volume via platform add-ons
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WINDSOR DRAKE SECTOR DEEP DIVE: HEALTHCARE / HEALTHTECH

 Sector Profile

Healthtech remains the premium vertical leader, driven by regulatory

complexity (HIPAA), massive TAM ($4.5T US Healthcare spend), and

mission-critical system-of-record status.

EHR / EMR Practice Mgmt RCM Patient Engagement

 Valuation Drivers & KPIs

AVG. GROSS RETENTION

95%+

TARGET NET RETENTION

118%

RULE OF 40 (MEDIAN)

42%

VALUATION PREMIUM

+35%

KEY TAILWINDS

 Regulatory Moats: High barriers to entry due to complex
compliance requirements create defensive value.

 AI Diagnostics: Generative AI unlocking new revenue streams in

clinical decision support and documentation.

 Value-Based Care: Shift from fee-for-service drives demand for
analytics and population health platforms.

Valuation Multiples: Healthtech vs. Broad SaaS

EV / Revenue Multiples (Q4 2025 Median & Top Quartile)

Sub-Sector Valuation Heatmap

Provider Solutions

7.2x

Pharma IT / R&D

8.5x

Payer Tech

6.8x

Source: PitchBook, FactSet, Windsor Drake Analysis Q4 2025
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WINDSOR DRAKE SECTOR DEEP DIVE: FINTECH & PAYMENTS

 Sector Profile

Vertical Fintech drives premium valuations through embedded

payments, lending, and insurance layers. By monetizing Gross

Merchandise Value (GMV) alongside SaaS fees, platforms unlock

significantly higher LTV ceilings.

Embedded Payments Lending / Capital Insurtech

Compliance / KYC

 Valuation Drivers & KPIs

AVG. GROSS RETENTION

92%

TARGET NET RETENTION

120%+

RULE OF 40 (MEDIAN)

45%

VALUATION PREMIUM

+28%

KEY TAILWINDS

 ARPU Expansion: Payment processing fees add 2-3x revenue
uplift per customer vs. pure SaaS.

 Data Advantage: Transactional data enables underwriting for

lending and risk products with lower loss rates.

 Workflow Lock-in: Managing the flow of funds creates extremely
high switching costs for merchants.

Valuation Multiples: Vertical Fintech vs. Broad SaaS

EV / Revenue Multiples (Q4 2025 Median & Top Quartile)

Sub-Sector Valuation Heatmap

Payment Facilitators

7.6x

Embedded Lending

8.2x

Bank Infrastructure

6.9x

Source: PitchBook, CB Insights, Windsor Drake Analysis Q4 2025
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WINDSOR DRAKE SECTOR DEEP DIVE: CONSTRUCTION TECH

 Sector Profile

Construction Tech is an emerging premium vertical, driven by the digitization of a

massive, historically underserved industry. Leaders command premiums through

sticky workflow control points and mobile-first field adoption.

Project Mgmt Field Ops BIM / Design Financials

 Valuation Drivers & KPIs

AVG. GROSS RETENTION

88%

TARGET NET RETENTION

112%

RULE OF 40 (MEDIAN)

40%

VALUATION PREMIUM

+25%

KEY TAILWINDS

 Digitization Wave: Massive shift from pen-and-paper to cloud-based systems

of record driving first-time adoption.

 High Switching Costs: Deeply embedded project management workflows

create extremely sticky customer bases.

 Labor Shortage: Technology solving critical labor efficiency gaps drives

adoption even in macro headwinds.

Valuation Multiples: ConTech vs. Broad SaaS

EV / Revenue Multiples (Q4 2025 Median & Top Quartile)

Sub-Sector Valuation Heatmap

Project Mgmt

7.5x

BIM / Pre-Con

8.8x

Field Financials

6.9x

Source: PitchBook, FactSet, Windsor Drake Analysis Q4 2025
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WINDSOR DRAKE SECTOR PERFORMANCE COMPARISON

Median EV/Revenue Top Quartile EV/Revenue Top Decile Premium

HEALTHCARE & CONSTRUCTION LEAD

Highest median multiples (7.7x) driven by regulatory

moats in healthcare and rapid digitization/mobile
adoption in construction tech.

FINTECH QUALITY DISPERSION

Widest spread between median (7.5x) and top quartile

(10.8x) reflects buyer preference for recurring
payment volume vs. transactional revenue.

BACK OFFICE RESILIENCE

Consistent 7.2x median demonstrates defensive nature

of accounting/ERP/HRIS systems despite lower growth
rates than front-office tools.

© 2025 Windsor Drake M&A Advisory | Q4 2025 SOURCES: PITCHBOOK, FACTSET, WINDSOR DRAKE ANALYSIS

PREMIUM SPREAD ANALYSIS

Avg. Median Multiple 7.2x

Avg. Top Q Multiple 9.8x

Quality Spread +36%

Top quartile assets command
significant premiums due to Rule of 40
performance (>45%) and gross
retention (>90%).



WINDSOR DRAKE GROWTH & PROFITABILITY: RULE OF 40

SaaS Performance Quadrant Analysis

Bubble size indicates relative ARR scale Premium Vertical (Keepers) Broad SaaS Legacy / Low Growth MEDIAN VERTICAL SAAS RO40

41%
Outperforming broad SaaS median of 32% due
to lower churn and efficient CAC payback.

TOP QUARTILE BENCHMARK

54%
"Rule of 50" is the new gold standard for

premium valuation multiples (8x+ revenue).

 The "Keepers" Advantage

Vertical SaaS companies with high Gross

Revenue Retention (>90%) and lower ACVs

typically outperform on Rule of 40. This

"Keepers" cohort balances efficient growth with

extreme customer durability.

 Valuation Correlation

Rule of 40 remains the single strongest predictor

of valuation multiples in Q4 2025, correlating

0.68 to EV/Revenue multiples (BCG 2025 Data).
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WINDSOR DRAKE CUSTOMER RETENTION EXCELLENCE

MEDIAN GRR

92%
 2% vs. Horizontal SaaS

MEDIAN NRR

112%
Driven by multi-product attach

TOP PERFORMER (FINTECH)

120%+
Embedded payments uplift

CONTROL POINT IMPACT

High
Back-office systems <4% churn
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Retention Benchmarks by ARR Scale

Gross vs. Net Revenue Retention (Q4 2025)

GRR NRR

Anatomy of Best-in-Class NRR

Annual Revenue Bridge Drivers

Healthy Vertical SaaS NRR relies on 20-25% expansion from cross-sell (Payments, Payroll) to offset

natural churn.

Expansion > Churn



WINDSOR DRAKE MULTI-PRODUCT STRATEGY IMPACT

Market Shift: 59% of vertical SaaS companies are now multi-product
Impact:

Transition from Point Solution → System of Action → Platform of Record

REVENUE GROWTH RATE

21%  Faster

Multi-product companies vs. single-product
peers (Median)

NET REVENUE RETENTION

+12 Pts

NRR improvement driven by cross-sell and
deep workflow lock-in

TAM EXPANSION

3-5x Larger

Addressable market growth via wallet share
(Payments/Lending)

CHURN REDUCTION

-20% Lower

Reduction in gross churn due to "Operating
System" status
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The Vertical Expansion Pathway
Standard maturity model for premium valuation assets

2-3x ARPU Lift Net Income DriverBase ARPU +30% ARPU Retention Anchor



CORE PRODUCT

The "Wedge"(e.g. Scheduling/CRM)



BACK OFFICE

System of Record(e.g.
Accounting/ERP)



PAYMENTS

Monetization Layer
(Embedded Fintech)



PAYROLL

Employee Mgmt
(High Stickiness)



LENDING

Capital & Risk(Highest Margin)



WINDSOR DRAKE AI INTEGRATION TRENDS

67%
VERTICAL SAAS
COMPANIES WITH AI
FEATURES

35%
MEDIAN CUSTOMER
ATTACH RATE

AI Monetization Strategies

Insight: Shift from "freemium" pilots to monetized add-ons is
accelerating. Usage-based pricing is gaining share in generative AI

workloads.

AI Capability Evolution Ladder
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

Level 3: Agentic AI

Autonomous execution of complex workflows (e.g., "Resolve claim", "Book

shipment"). Replaces labor, not just tasks.

High Value / High ARPU

ADOPTION

12%


Level 2: Automate

Process automation for repetitive tasks (e.g., data entry, invoice processing).

Focus on efficiency and error reduction.

ADOPTION

45%


Level 1: Assist

Copilots and smart suggestions (e.g., draft email, summarize notes). Enhances

user productivity but requires oversight.

ADOPTION

85%



WINDSOR DRAKE EFFICIENCY METRICS: VERTICAL SAAS ADVANTAGE

Vertical SaaS achieves 25-30% better unit economics than horizontal SaaS, driving 15-20% valuation premiums

Vertical vs. Horizontal SaaS: Efficiency Comparison

Valuation Impact Matrix: How Efficiency Metrics Drive Multiples

Efficiency Profile CAC Payback LTV/CAC Ratio Magic Number EV/Revenue Multiple

Best-in-Class

(Vertical SaaS)
<18 months >3.5x >0.75 7.0x - 9.0x

Above Average 18-24 months 3.0x - 3.5x 0.55 - 0.75 5.0x - 7.0x

Below Average

(Horizontal SaaS)
>24 months <3.0x <0.55 3.0x - 5.0x
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WINDSOR DRAKE PUBLIC MARKET PERFORMANCE

Index Recovery & Premium Gap

Vertical SaaS Index vs. Broad Software (2024-2025 YTD)
 Vertical Premium: +32%

Valuation Heatmap by Performance Decile
Current EV / NTM Revenue Multiples

Top Decile 12.4x AI-Native, Rule of 40 >50%

Top Quartile 8.8x Market Leaders, High NRR

Median 6.4x Stable Growth, Profitable

Bottom Quartile 3.5x Low Retention, Legacy

2025 Vertical IPO

Watchlist

15+ Vertical Candidates

Tracking

ServiceTitan
Construction / Field Services

FILED

Jobber
Home Services

LATE STAGE PREP

Guesty
Hospitality / Property Mgmt

RUMORED

DistroKid
Music / Creator Economy

RUMORED

 The Quality Flight

Public markets are bifurcating: "Quality" vertical assets with

>110% NRR and embedded fintech are trading at 2x premiums

to horizontal peers. The IPO window is selectively open for

Rule of 40 leaders.

 Index Impact

Vertical SaaS indices outperformed the Nasdaq Software

benchmarks by 450bps in Q4 2025, driven by defensive

moats.
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OneStream
Finance / CPM

LISTED Q1



WINDSOR DRAKE PE/VC ACTIVITY & CAPITAL FLOWS

60%
OF TOTAL VENTURE CAPITAL DEPLOYED INTO
SOFTWARE (2024-2025)


$2.7M

Median Early-Stage Deal Size (Seed/Series A)


400% YoY

Growth in AI-Native Vertical SaaS Funding


Active

PE Add-on & Consolidation Strategy

 TOP 50 VERTICAL SAAS RECOGNITION

Key list by Bain Capital Ventures, Avid, & Headline highlights

emergence of new category leaders in 2025.

Venture Capital Funding by Stage Late Stage Early Stage Angel/Seed

Capital Concentration Trend

Top 10% of Deals Capture

75%
Of Total Capital
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WINDSOR DRAKE GEOGRAPHIC TRENDS: GLOBAL M&A & VALUATION

 Cross-Border M&A Momentum

Cross-border M&A is accelerating as North American PE firms seek valuation arbitrage in Europe (median 5.2x vs 6.4x in NA) and growth opportunities in Asia-Pacific digitization markets. The 1.2x valuation gap

between NA and EU represents significant deal-making opportunities for strategic buyers.
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
NORTH AMERICA

Mature Market Leader

MEDIAN EV/REVENUE

6.4x

DEAL VOLUME

65%

MARKET SHARE OF GLOBAL DEAL VOLUME

 NOTABLE DEALS (Q4 2025)

Procore (Construction) 8.2x

Toast (Restaurant Tech) 7.5x

Veeva (Life Sciences) 9.1x

 YOY GROWTH TRAJECTORY

2022 2023 2024 2025

 KEY GROWTH DRIVERS

 AI Integration
Embedded AI features driving 15-20% premium valuations

 Fintech Attach
Payment processing generating 30-40% ARPU uplift

 Strong PE Activity
Platform consolidation strategies fueling M&A volume

65%


EUROPE

Regulation Driven (GDPR/ESG)

MEDIAN EV/REVENUE

5.2x

DEAL VOLUME

25%

MARKET SHARE OF GLOBAL DEAL VOLUME

 NOTABLE DEALS (Q4 2025)

Teamleader (SMB Suite) 5.8x

Exact (Accounting) 4.9x

Zenchef (Hospitality) 5.5x

 YOY GROWTH TRAJECTORY

2022 2023 2024 2025

 KEY GROWTH DRIVERS

 Regulatory Compliance
GDPR & ESG mandates creating vendor lock-in advantages

 Data Privacy
Privacy-first solutions commanding premium positioning

 ESG Focus
Sustainability features driving enterprise adoption rates

25%


ASIA PACIFIC

High Growth Emerging

MEDIAN EV/REVENUE

4.8x

DEAL VOLUME

10%

MARKET SHARE OF GLOBAL DEAL VOLUME

 NOTABLE DEALS (Q4 2025)

Zoho (SMB Platform) 5.2x

Meituan (F&B Tech) 4.6x

Zetwerk (Manufacturing) 4.9x

 YOY GROWTH TRAJECTORY

2022 2023 2024 2025

 KEY GROWTH DRIVERS

 Mobile-First Adoption
High smartphone penetration accelerating SaaS uptake

 Rapid Digitization
SMBs leapfrogging legacy systems to cloud-native solutions

 Growing Middle Class
Expanding addressable market for B2B software solutions

10%



WINDSOR DRAKE KEY VALUE DRIVERS & FLYWHEEL

© 2025 Windsor Drake M&A Advisory | Q4 2025 WINDSOR DRAKE VALUATION INTELLIGENCE

1 Control Point Ownership

Becoming the "System of Record" creates high switching costs.

Dominance here enables all downstream expansion.

2 Compound Retention

High Gross Retention (>95%) creates a stable base, while Net

Retention (>110%) drives growth without new CAC.

3 Layer Cake Economics

Adding modules (Payroll, Payments) expands TAM 3-5x and
increases ARPU, fueling the Rule of 40 engine.

4 AI & Efficiency Moat

Proprietary data + AI automation creates a defensive moat

against horizontal competitors and drives margin expansion.


Control Point
Ownership

Workflow

Dominance


High Retention

(GRR/NRR)

110%+ NRR


Multi-Product
Capability

TAM Expansion


Embedded
Fintech

Revenue Layer


AI-Native
Features

Differentiation


Rule of 40

Performance

Efficient Growth

VALUATION

PREMIUM

7.5x - 9.0x

EV/Revenue



WINDSOR DRAKE RISKS & HEADWINDS ASSESSMENT

 AI COMMODITIZATION CRITICAL

Generative AI is lowering the barrier to entry for code

generation and basic workflow automation. Vertical

incumbents face risk from lightweight, AI-native challengers

that bypass legacy tech debt.

% MACRO / RATE ENVIRONMENT HIGH IMPACT

While rates have stabilized, the "higher for longer" cost of

capital continues to pressure valuation multiples. Buyers

remain selective, prioritizing FCF positivity over growth at all

costs.

 PLATFORM ENCROACHMENT MODERATE

Horizontal giants (Salesforce, Microsoft, Oracle) are

increasingly launching industry-specific clouds, challenging

pure-play vertical vendors in high-value segments like

Healthcare and Finserv.

 MITIGATION STRATEGY

Deep Control Points: Vendors owning the system of record

(e.g., GL, EHR) + payment flow are insulated from lightweight

AI disruption.

© 2025 Windsor Drake M&A Advisory | Q4 2025 SOURCES: GARTNER, CB INSIGHTS, BAIN & COMPANY

IMPACT  /  SEVERITY 

L
IK
E
L
IH
O
O
D



 Rising CAC

HIGH / LOW

 Budget Scrutiny

 Consolidation

HIGH / MED

 AI Commoditization

CRITICAL

 FX Volatility

MED / LOW

 Platform Encroachment

MED / MED

% Macro / Rates

MED / HIGH

LOW / LOW

 Data Privacy

LOW / MED

 Health Compliance

LOW / HIGH



WINDSOR DRAKE 2025 OUTLOOK & SCENARIO ANALYSIS

BEAR  CASE

4.0x - 5.0x
EV / Revenue Median

Probability: 20%

 Macro Volatility

Inflation resurgence forces rates higher; budget
scrutiny intensifies across SMB and Enterprise.

 Buyer Focus

Strict focus on cash generation (FCF). Growth-at-all-

costs assets face steep valuation haircuts.

 IPO Window

Remains shut; late-stage companies forced into
structured down-rounds or PE take-privates.

BULL  CASE

7.0x - 9.0x
EV / Revenue Median

Probability: 25%

 AI Monetization

Accelerated adoption of AI agents drives ARPU
expansion and re-rates the entire sector.

 M&A Surge

Deal volume +20%; massive consolidation as

horizontal platforms buy vertical capabilities.

 Broad Window

Robust IPO market creates liquidity; capital recycling
fuels early-stage vertical innovation.



M&A PREDICTION

Several $10B+ Deals
Expect mega-cap consolidation in Fintech and Healthcare verticals as legacy
incumbents acquire cloud-native platforms.



GROWTH DIFFERENTIAL

Vertical > 2x Horizontal
Vertical SaaS growth rates projected to outpace horizontal solutions by 2x as AI
enables deeper workflow automation.
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BASE  CASE

6.0x - 7.0x
EV / Revenue Median

Probability: 55%


Modest Expansion

Rates stabilize; valuation multiples expand slightly as 2025
cohort demonstrates AI ROI.

 Selective IPOs

Window opens for "Rule of 40" leaders (ServiceTitan,

OneStream); sets floor for private valuations.

 Growth Profile

Vertical SaaS continues to outperform horizontal peers due
to workflow stickiness.



WINDSOR DRAKE STRATEGIC RECOMMENDATIONS: Q4 2025


FOR BUYERS

 ASSESSMENT

Prioritize Rule of 40 Durability
Look beyond headline growth. Focus on sustainable efficiency (40%+) driven by structural cost
advantages rather than temporary cuts.

 MOAT ANALYSIS

Verify Control Point Dominance

Target assets that serve as the "System of Record." These command higher switching costs and
support multi-product cross-sell.

 ECONOMICS

Audit Payment Attach Potential
Validate embedded fintech take-rates. Assets with under-monetized GMV offer immediate post-
close value creation levers.

 DEAL STRUCTURE

Structure Earnouts on NRR/Margin

Bridge valuation gaps by tying deferred consideration to Net Revenue Retention stability and
EBITDA margin expansion.

 VALUATION

Discipline at 6-8x ARR
Maintain pricing discipline. Premium multiples are justified only for assets demonstrating clear
category leadership and AI defenses.


FOR SELLERS

 NARRATIVE

Sharpen the KPI Narrative
Move beyond topline growth. Explicitly showcase cohort retention, CAC payback (<18mo), and
the path to Rule of 40.

 INNOVATION

Evidence AI-Driven ROI

Demonstrate tangible customer ROI from AI features. Shift the conversation from "AI Roadmap" to
"Monetized AI Utility."

 DILIGENCE

Pre-Audit Pipeline Quality
Scrub pipeline data for "Q of E" readiness. Ensure CRM hygiene reflects realistic close rates to
build buyer confidence.

 COMPLIANCE

Prepare Product & Fintech Diligence

If monetizing payments, ensure compliance documentation (KYC/AML, licenses) is flawless to
prevent deal friction.

 TIMING

Capitalize on Category Leadership
Scarcity value is high. Market leaders should test waters now while buyers are aggressively
consolidating core verticals.

WINDSOR DRAKE EDGE Process drives outcome: A curated, data-rich preparation phase typically yields 1.5x - 2.0x higher engagement from strategic buyers.

© 2025 Windsor Drake M&A Advisory | Q4 2025 SOURCES: WINDSOR DRAKE ANALYSIS

Strategic Acquisition Framework Exit Readiness & Optimization





WINDSOR DRAKE KEY TAKEAWAYS: EXECUTIVE SUMMARY

 Valuation Stabilization 6-8x ARR

Vertical SaaS valuations have stabilized for quality assets, trading at a distinct premium to horizontal peers driven by defensive moats.

 M&A Momentum 534 Q4 Deals

Deal activity is accelerating (15% YoY increase), with vertical SaaS now accounting for 46% of all software M&A volume.

 Value Drivers Rule of 40

Control point ownership, high Net Revenue Retention (106-120%), and efficient growth are the primary drivers of valuation premiums.

 Strategic Imperatives 59% Multi-Product

AI integration and multi-product expansion strategies have shifted from optional to essential for maintaining competitive multiples.

 2025 Exit Environment Strong Outlook

Current market conditions present a robust exit window for category leaders, with premium pricing available for best-in-class assets.

© 2025 Windsor Drake M&A Advisory | Q4 2025 SOURCES: PITCHBOOK, GARTNER, WINDSOR DRAKE ANALYSIS



WINDSOR DRAKE SOURCES & METHODOLOGY

This report synthesizes proprietary market intelligence with data from leading financial institutions, research firms, and industry

benchmarks to provide a comprehensive view of the Q4 2025 Vertical SaaS landscape.

 MARKET RESEARCH

 Gartner: Vertical-Specific Software Forecast (2025)

 Forrester: Global Commercial Software Forecast (2025-

2029)

 IDC: Worldwide Vertical SaaS Market Analysis

 FINANCIAL DATA

 PitchBook: Q4 2025 M&A & VC Valuations

 FactSet: Public Company Financials & Consensus

Estimates

 SaaS Capital: Private Company Valuation Benchmarks

 CONSULTING & STRATEGY

 McKinsey: Technology Trends Outlook 2025

 BCG: Rule of 40 Lessons from Top Performers (2025)

 Bain & Company: Global Technology M&A Report

 INVESTMENT BANKING

 J.P. Morgan: 2025 Software Market Trends & Outlook

 Goldman Sachs: 2025 M&A Outlook Report

 Morgan Stanley: Global Software Sector Update

 VENTURE INTELLIGENCE

 CB Insights: State of Venture & Fintech Q3 2025

 Bain Capital Ventures: Vertical SaaS 50 List

 Tidemark: 2025 Vertical & SMB SaaS Benchmark Report

 INDUSTRY BENCHMARKS

 First Page Sage: SaaS CAC Payback Benchmarks

 Public Company Filings: 10-K/10-Q Reports (SEC.gov)

 Industry Reports: Aggregated Market Data

 Methodology Note

All quantitative figures and valuation multiples are based on data available as of November 30, 2025. Multiples represent Enterprise Value / NTM (Next Twelve Months) Revenue unless otherwise noted. "Premium

Vertical SaaS" cohort defined as top quartile performers by Rule of 40 and Net Retention. M&A transaction data excludes deals under $10M value where undisclosed.
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